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Foreword 


“Serving Parliament through a Decade of Change” was written as one of a pair of reports reflecting 
on my term as Auditor General of Canada. The second report, “Matters of Special Importance,” 
reflects on progress made by government over the course of my term as Auditor General and on some 
key areas where improvement is still needed. It is part of the Status Report that was to have been tabled 
in the House of Commons in May 2011 but that will now be issued only after the new Parliament 

is formed. 


“Serving Parliament through a Decade of Change” looks at how the Office of the Auditor General has 
evolved over the past ten years, partly as a result of amendments to the Awditor General Act and other 
legislation but also as a result of the changing times. It is drawn from the documented record of the 
Office’s activities over the past ten years, supplemented by interviews in 2010 with a number of 
Parliamentarians and public servants with whom it has been my pleasure to work as Auditor General. 
I would like to thank them—and my many past and present colleagues in the Office who were also 
interviewed—for their generosity in sharing their time and their thoughts about the course that we have 
travelled together. 


eer, 


Sheila Fraser, FCA 
Auditor General of Canada 
20012011 
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Serving Parliament 


through a Decade of Change 


During my term as Auditor General of Canada, 
a number of events and changes have affected 
the way the Office operates. Some represented 
an expression of Parliament’s will; some reflect 
our efforts to respond mote effectively to 
Parliament’s need for independent, objective 
information on the government’s use of 
public resources. And a number of changes 
that we made were driven by external events 
that presented us with new demands and 

also opportunities. 


The 2003 sponsorship audit, for example, 
though relatively early in my term as Auditor 
General, was a pivotal event with a lasting 
impact both inside our Office and beyond. 
Sponsorship was not about money mismanaged 
so much as money knowingly misused— 
including the fabrication of invoices with 

the collusion of a few public servants to pay 
significant amounts to communications 
agencies, while concealing the source and nature 
of the payments. At a time when public attention 
had become increasingly jaded by media 
accounts of corporate malfeasance, Canadians 
were still shocked by the fraudulent actions 
committed under a federal government 
program. Fortunately, those actions were far 
from typical of a public service that, in my 
experience, serves Canadians well. 
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The sponsorship audit affected the way our 
Office was seen by government and the public 
and, just as important, the way we saw ourselves 
and the importance of our role. Our work on 
that audit held up under months of scrutiny 
and challenge. The resulting increase in the 
public visibility and stature of the Office— 
coupled with a growing public appreciation 

of the need for audit and accountability—led, 
I believe, to some of the legislative changes 
that enhanced our mandate over the decade 
(see page 4) and broadened the scope of our 
service to Parliament. 


Serving Parliament well means providing 
an accurate, reliable, and timely picture of 
how government manages public resources. 
The Office aims to do this by 


* ensuring that we remain independent 
of government, 


* carrying out work that ts relevant, 


* continuously improving the quality of our 
work, 


* communicating our audit findings clearly, and 


¢ being transparent and accountable. 
oO 


Changes to the Auditor General’s mandate reflected increased 
public awareness of the need for audit and accountability 


2005 In June, the Budget Implementation Act, 2005 amended both the Amditor General Act and the Financial 
Administration Act. The changes gave the Auditor General access to federally funded foundations for 
the purpose of carrying out performance and compliance audits. In addition, the Auditor General’s 
mandate as auditor or joint auditor was extended to all Crown corporations except the Bank of 
Canada and the Canada Pension Plan Investment Board, and all Crown corporations were included 
in the requirement for special examinations. 


2006  Enactment of the Federal Accountability Act in December authorized the Auditor General to 
“follow the dollar”—that is, to audit the spending of public funds by individuals, firms, partnerships, 
and corporations that have received a total of $1 million or more in federal grants, contributions, 
or loans over any five consecutive years. Contracts for goods and services are excluded. Exempted 
from this provision are transfers to foreign, provincial, and municipal governments and to 
self-governing First Nations. 


2007 = The Kyoto Protocol Implementation Act required that the Commissioner of the Environment and 
Sustainable Development in the Office of the Auditor General provide Parliament with a biennial 
report (until 2012), including an assessment of Canada’s progress in implementing its climate change 
plans and meeting its obligations under the Kyoto Protocol. 


2008 = The Federal Sustainable Development Act made the Commissioner of the Environment and Sustainable 
Development responsible for examining whether individual departments’ sustainable development 
strategies comply with and contribute to the federal strategy, and also for reporting to Parliament on 
the fairness of the information in the federal government’s progress report on the implementation 
of its federal strategy. 
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I began my term as Auditor General in a sound 
institution whose culture rested on these 
principles. Now, ten years later, I am pleased 

to present this report on actions taken during 
my term to further promote and safeguard 
these attributes—which we consider essential 
to maintaining the credibility of our audit work 
and to carrying out the Office’s role in our 
parliamentary system of government. 


Ensuring that we remain 
independent of government 


Along with the Chief Electoral Officer and the 
Commissioners of Official Languages, Privacy, 
Information, Conflict of Interest and Ethics, 
Lobbying, and Public Sector Integrity, the 
Auditor General has a special relationship with 
Parliament. As Officers, or Agents, of 
Parliament, we report directly to Parliament 
on matters covered by our mandates, and not 
through a Minister. This has implications for 
how our reports are tabled, how we are funded, 
and how government policies apply to us. 


My role as a legislative auditor is to provide 
Members of Parliament with the independent, 
fact-based, and reliable information they need to 
authorize and oversee government spending and 
operations. Maintaining objectivity and 
independence from the organizations they audit 
is critical to the legislative auditor’s credibility. 
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Reinforcing the independence and 
professionalism of legislative auditing is a central 
aim of the International Organization of 
Supreme Audit Institutions, or INTOSAI, in 
which we participate with national audit offices 
of other United Nations member countries. 

I had the honour of chairing an INTOSAI 
subcommittee that, in the November 2007 
Mexico Declaration on SAI Independence, 
identified the safeguards needed to protect the 
independence of Supreme Audit Institutions 
(SAIs). In essence, those safeguards are 


* the existence of an appropriate and effective 
legal framework that spells out the extent of 
SAI independence; 


a broad legislative mandate and full discretion 
in the discharge of SAI functions; 


* the independence of SAI heads and members, 
including security of tenure and legal immunity 
in the normal discharge of their duties; 


* unrestricted access to information; 


* the right and obligation to report on the 
government’s work; 


* the freedom to decide on the content and 
timing of audit reports and the right to publish 
and disseminate them; 


* the existence of a follow-up mechanism for 
recommendations; and 


° financial and administrative autonomy and 
the availability of appropriate human, material, 
and monetary resources. 


Sub-section 13.(1) of the 
Auditor General Act provides 
for access to information 
needed to complete an audit. 


13.(1). .. the Auditor General 
is entitled to free access at all 
convenient times to 
information that relates to the 
fulfilment of his or her 
responsibilities and he or she is 
also entitled to require and 
receive from members of the 
federal public administration 
any information, reports and 
explanations that he or she 
considers necessary for that 
purpose. 


In Canada, we are fortunate that the need for an 
independent audit office is well understood and 
supported by Parliament, the government, and 
the public. I have never felt any political pressure 
to withhold audit findings or to soften our 
reports. Most of the safeguards of independence 
in the Mexico Declaration were provided for 

in the 1977 Auditor General Act or have been 
legislated since then. Others, noted below, have 
advanced or been resolved during my term 

or are the subject of ongoing discussion with 
the government. 


Full discretion in the discharge of functions. 
Formerly, when the government’s central 
agencies have issued administrative policies, 
they have applied to government departments, 


agencies, and Agents of Parliament alike. 


This has been a problem for us. Certain 
provisions of policies have not recognized 

our independence or our need for managerial 
autonomy to protect that independence. 

It is essential to our effectiveness that we 

be independent of government and be perceived 
as such. 


In 2007-08, along with other Agents of 
Parliament, we raised our concerns with the 
Treasury Board Secretariat. Since then, many 
Treasury Board policies have been amended to 
recognize the independence of Agents of 
Parliament by noting that it is the head of the 
organization, not the Treasury Board Secretariat 
or a Minister, who is responsible for 


implementing the policies and monitoring 
compliance with them. We appreciate the 
Secretariat’s cooperation in resolving this matter. 


Legal immunity. The 1977 Auditor General Act 
did not provide us with the immunity from civil 
and criminal proceedings that was given to some 
other Agents of Parliament later, when they were 
established. This was rectified in 2006 by 
amendments to the Auditor General Act made 
through the Federal Accountability Act. We are now 
immune from prosecution and civil suit for any 
actions taken in good faith during the course of 
our audit work and from testifying in a court 
case about information we received as part of an 
audit. This is an important safeguard to help 
ensure that we can function without fear that 
some might use the courts to impede our work. 


Unrestricted access to information. Access to 
relevant information needed to carry out audit 
responsibilities is fundamental to auditing. 
Professional auditing standards establish, as 

a precondition for audit, full access to all 
information needed to arrive at an audit opinion 
or conclusion. 


When it passed the Awditor General Act, 
Parliament acknowledged that our auditors must 
have access to all information, documents, and 
explanations that we determine are needed to 
perform our audit responsibilities. Sub-section 
13(1) of the Act gives us a right of access to 
such information. 
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The ability to consider all relevant facts before 
we form and report our conclusions is critical to 
fulfilling our statutory duties. Any encroachment 
on our right of access is a serious threat to our 
ability to serve Parliament that we must guard 
against with vigilance. 


In our view, the Act is very clear about our right 
to access. Yet, over the years, government 
officials have at times used a very narrow 
interpretation of our rights to refuse us access 
to certain documents we requested in the course 
of our audits. Furthermore, some departments 
have mistakenly applied the Avcess to Information 
Act—which governs access to government 
information by members of the public—to our 
requests for documents, denying us information 
on the grounds that it was not publicly 
accessible under that Act. 


In 2006, we reported to Parliament—as the 
Auditor General Act requires us to do—that we 
had been denied access to information we 
needed for our audits of the government’s 
expenditure management system and its large 
information technology projects. In April 2010, 
we were ready to report a denial of information 
needed to complete our audits of the acquisition 
of military helicopters and the Economic Action 
Plan, to be reported in October 2010. However, 
at the last minute the government agreed to 
instruct departments and agencies to provide 
the information we requested. It has since 
developed a protocol and issued guidance to 
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deputy heads of departments in order to resolve 
the issue. 


Financial autonomy. Like almost all federal 
departments and agencies, my Office until 
recently negotiated its budget with officials of 
the Treasury Board Secretariat. In practice we 
were satisfied with the amounts provided, but 
as a matter of principle we believed that the 
process should be changed to remove any 
possibility that undue pressure could be placed 
on the Office. Because we look at the Treasury 
Board Secretariat quite regularly in the course 
of our audit work, we believed that having it 
determine our funding was not appropriate. 


We believe that as a matter of principle, the 
appropriate level of funding for the Office must 
be determined in an objective manner that 
removes any possibility of undue influence, both 
real and perceived. At the same time, the process 
must allow for an effective challenge to our 
funding level and performance, thus ensuring 
our accountability to Parliament. We brought 
this issue to the attention of the Public 
Accounts Committee, which agreed with us. 


A panel of Parliamentarians was then established 
in a two-year pilot project to review and 
challenge our funding requests and those 

of other Agents of Parliament. In 2008, an 
independent assessment concluded that the 
pilot had been a success and should be made 
permanent. The Agents of Parliament strongly 


The Public Accounts 
Committee is the House 

of Commons standing 
committee to which all reports 
of the Auditor General are 
automatically referred, 
including the Office’s 
accountability documents 
(Report on Plans and Priorities 
and Performance Report). 


support the assessment’s recommendation 
that the panel of Parliamentarians be given 
permanent existence in the Standing Orders 
of the House of Commons. 


Carrying out work that is relevant 


The relevance of legislative auditing lies in the 
central role it plays in holding governments to 
account. It provides objective information, 
advice, and assurance that legislatures can draw 
on in their scrutiny of government spending and 
performance. With this information, elected 
representatives can effectively question or 
challenge the government on its actions. 


In Canada, the Office of the Auditor General 

is responsible for legislative audits of the federal 
government; it also audits the three territorial 
governments. Our legislative audits include 
performance audits, financial audits, and special 
examinations of Crown corporations. This 
takes us into a wide range of government 
activities that are important to Canadians, 
including environmental and sustainable 
development issues. 


Performance audits. Our performance audits 
look at the management of government 
spending from the standpoint of economy, 
efficiency, and environmental impact, and at 
whether the government has established a way 
to measure the effectiveness of its activities. 


In order to maximize their relevance to the 
audited organizations, we have changed the way 
we select areas for performance audits. We have 
shifted the focus of our audit planning to 
whether a department is managing major risks 
to its operations. We go through a rigorous 
planning process to identify the greatest risks 
to the achievement of a department’s objectives. 
The process includes consultation with the 
department’s management and stakeholders, 
and then we prepare a plan of audit for the 
next three to five years that we share with 

the department. 


Focusing on matters of higher risk and 
significance means that we audit areas that 

will most likely continue to be relevant to 

the department and ultimately to Canadians. 
We have adopted a simple but important maxim 
of performance auditing: We audit significant 
matters and we report what we find, the good as 
well as the bad. While the more critical audits are 
likely to garner more attention, positive findings 
are equally important because they provide 
assurance that government is managing well. 


Performance audits were formerly known as 
value-for-money audits, but we have recognized 
that it is Parliament’s role, not ours, to judge 
whether government programs and activities 
have obtained value for money spent. Our role 
is to provide Parliamentarians with the objective, 
independent information they need to make 
that judgment. 
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Performance audits do not question the merits of 
government policies, and each audit undergoes a 
rigorous review and challenge process to ensure 
that we do not cross the policy line. For example, 
our 2002 audit of the Canadian Firearms 
Program did not question the government’s 
policy on gun control or whether the program 
was effective at achieving the policy. The report 
focused on the lack of information Parliament 
was receiving to form those judgments. 


One measure of how relevant our performance 
audits are to parliamentary committees is the 
number of audits reviewed by committees and 
how frequently we are asked to appear at 
committee hearings to elaborate on our findings. 
We have been asked to testify at many 
hearings—around 39 a year on average, with a 
high of 64 one year—by the Public Accounts 
Committee and other committees, including 
some Senate committees. We also survey 
Parliamentarians periodically to gauge their 
reaction to the work of the Office and we 
meet with them to discuss their interests. Our 
feedback from Members has been positive. 


For the 2009-10 and 2010-11 fiscal years, the 
Office decided to submit our reports to 
Parliament twice a yeat—once in the spring and 
once in the fall—trather than three times a year. 
We believe this will give Parliament more time 
between reports to hold hearings, while still 
providing Members with the information they 
need to hold the government accountable for its 
use of public funds. 
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The Public Accounts Committee has used its 
hearings on our reports to require increased 
accountability from the government. 

For example, it may follow hearings with its 
own reports tabled in the House with 
recommendations to the government. Further, 
in the past the Committee requested that 
departments appearing at its hearings on our 
reports provide action plans for implementing 
our recommendations. Today, the Committee 
requests such action plans from all departments 
that we audit. 


Financial audits. While our performance 
audit reports are the most visible to Canadians, 
financial audits represent almost half of 

our work. Our audit of the Public Accounts 

is probably the largest financial audit 

in Canada, encompassing more than 

175 federal organizations, total revenues of 
nearly $220 billion in March 2010, and more 
than $300 billion in financial assets. 


Financial audits of the federal government are 
similar to those done in the private sector, 

but with two additional components. First, 
they may include an opinion on whether 
transactions examined by the auditors conform 
to applicable laws and regulations. And second, 
I report on any other matters that arise in 

the course of our financial audits that I think 
should be brought to the attention 

of Parliament. 


After a parliamentary 
committee hearing 


The Public Accounts of Canada, the 
government’s summary financial statements, are 
the most important accountability documents 
prepared for Parliament by the government. 
They are also important to anyone who uses the 
government's financial statements for a reliable 
picture of its financial position—for example, 
financial markets and trading partners. 


Each year, I provide an opinion on whether 
the Public Accounts are presented fairly 

in accordance with the government’s stated 
accounting policies, which conform 

with Canadian generally accepted 
accounting principles. 


I am pleased that over the course of my term, 
I have seen government increasingly recognize 
the importance of good financial management. 
In each of my ten years as Auditor General, 

[ have been able to issue a clean opinion on 
the Public Accounts. A clean opinion—that is, 
without qualification—tells users that the figures 
are reliable and present a fair picture of the 
government’s financial position. This is a 
significant accomplishment—governments in 
few countries achieve an unqualified opinion. 


Special examinations of Crown 
corporations. Our audit work in Crown 
corporations is important for Canadians because 
these firms serve public as well as commercial 
objectives and represent a huge swath of 
government spending. At the end of 2009 


> 


Crown corporations managed more than 

$350 billion in assets. Special examinations 

of Crown corporations are a form of 
performance audit that includes the entire 
corporation. The Auditor General provides an 
opinion on the management of the corporation 
as a whole. 


The relevance of a special examination—aside 
from its important accountability functions 
under the Financial Administration Act—is the 
independent assurance it provides to a Crown 
corporation’s board of directors that the 
corporation has systems and practices in place 
to ensure that its assets are safeguarded and 
controlled; its resources are managed 
economically and efficiently; and its operations 
are carried out effectively. Special examination 
reports also bring opportunities to the board’s 
attention for improvement. 


In one of our 2008 reports to Parliament, we 
published a chapter on special examinations. 
Each year since then, in one of our reports 
we have presented the main points of special 
examinations carried out during the year. 
Overall, we have found that management 
systems and practices in most Crown 
corporations are generally sound. 


Unlike our performance audits of federal 
departments and agencies, special examinations 
have only recently been the subject of 
parliamentary hearings. Because special 
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examination reports are now requited to be 
provided to the responsible Ministers and to be 
made public within 60 days, they represent an 
opportunity for parliamentary committees to 
question Crown corporations about their 
operations and hold them to account for how 
well they serve their public objectives. 


Environmental and sustainable 
development issues. The position of 
Commissioner of the Environment and 
Sustainable Development was created by 
Parliament in 1995 as part of our Office, with an 
emphasis on reporting on government’s 
sustainable development strategies and on 
Ministers’ responses to environmental petitions 
from Canadians. 


The Commissionet’s function was well 
established by the time I was appointed Auditor 
General, and that enabled us over the past 
decade to complete about 50 performance 
audits of environmental issues that are 
important to Canadians. These range from ait 
and water quality to climate change, hazardous 
spills, species at risk, and a host of others. 


Recent legislation increased the Commissionet’s 
responsibilities to include, among other new 
duties, reporting on government’s progress in 
implementing climate change plans and on 

the extent to which federal departments have 
contributed to meeting the targets and goals set 
out in the Federal Sustainable Development 
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Strategy (see page 4 for details on the legislative 
changes to his responsibilities). 


In its 2007-08 report on our environmental and 
sustainable development practice, an 
independent Green Ribbon Panel of expert 
advisors made a number of recommendations. 
Among others, it recommended that our Office 
advance different aspects of practising 
sustainable development and reaffirm 

its importance. 


We have used the Panel’s recommendations to 
strengthen our focus on environmental and 
sustainable development and help improve its 
practice in government. For example, in March 
2010 the Commissioner issued “Managing 
Sustainable Development,” a discussion paper 
that provides senior government officials with 
examples of practices and analytical techniques 
that will help them put sustainable development 
into practice. 


I consider the Commissioner’s work an integral 
part of our mandate. Our environmental and 
sustainable development auditing is a crucial 
aspect of the way we serve Parliament and 
Canadians. 


Reports to territorial legislatures. The 
Auditor General of Canada is also the legislative 
auditor of the Yukon, Northwest Territories, and 
Nunavut governments. For many years, we 
confined our work to auditing their financial 


neral 
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“Managing Sustainable 
Development” is available 
on the Office of the Auditor 
General of Canada website 
(www.oag-bvg.gc.ca). 


Visiting an audit site in 
the Northwest Territories 


statements and sometimes issuing reports on 
other matters, derived from that work. However, 
in 2005 and each subsequent year, we have also 
carried out performance audits of territorial 
government programs and activities. In our 
long-term planning process, we have identified 
the various government programs we plan to 
audit over the next five years. We believe we 

are now better serving the three territorial 
legislative assemblies. 


Our opinions on the financial statements of 
the territorial governments are published 
annually in their public accounts. Our 
performance audit reports and our financial 
audit reports are published and presented to 
the territorial legislatures. The performance 
audit reports are discussed in hearings of the 
Yukon Standing Committee on Public Accounts, 
the Northwest Territories Standing Committee 
on Government Operations, and the Nunavut 
Standing Committee on Oversight of 
Government Operations and Public Accounts. 


I have attended most of the hearings on our 
reports, and | have seen that there are 
opportunities in the North for our work to make 
a real difference by highlighting the impact of 
underlying issues on the delivery of programs 
and services. We have also seconded staff to 
Nunavut to assist in developing capacity. From 
the positive way our reports are received and the 
requests we get to do additional work, it is clear 
that our audits are relevant to members of the 


legislative assemblies, government workers, and 
residents of the territories, all of whom are more 
ot less directly affected by the programs we 
audit—for example, health care, housing, child 
and family services, and education. 


Continuously improving 
the quality of our work 


When we talk about the quality of our work, 
we mean work that complies with professional 
audit standards and is accurate, thorough, 
reliable, timely, and useful to Parliament, 
government, and the people of Canada. 
Accurate, reliable, comprehensive information 
is the basis of constructive public discussion 
and understanding. 


In the past ten years, we have made a significant 
investment in the infrastructure of the Office— 
our human capital and our audit methodology 
and tools—and I believe that among national 
audit institutions we are viewed as a global leader 
in legislative auditing, However, we cannot rest 
on our accomplishments: to continue being seen 
as a global leader we need to improve 
continuously, and we have taken a number of 
actions in that regard. 


For example, to ensure that our audits are 
carried out in accordance with legislative 
requirements, professional standards, and our 
own policies, we have developed a quality 


Serving Parliament through a Decade of Change—Spring 2011 


management system (QMS) that is updated as 
these requirements change. The QMS applies to 
all of our audit work: performance audits, special 
examinations, and annual financial audits. 


Up-to-date audit standards. The Office 
ensures the quality of its audit work by following 
professional auditing standards. In Canada, these 
are set by the Auditing and Assurance Standards 
Board of The Canadian Institute of Chartered 
Accountants. The Office also draws on the 
standards and practices of other disciplines such 
as statistics, engineering, economics, and the 
social sciences. 


In the past few years, the accounting profession 
has issued a number of new accounting and 
auditing standards. Many of the new 
requirements were introduced in response to 
concerns about corporate reporting and a series 
of corporate failures worldwide. These new 
standards require increased reporting and 
disclosure by the entities we audit and have 
added complexity to our work as auditors. We 
have devoted considerable time and effort to 
adapting to these changes. 


Internal assurance of audit quality. Every 
audit undergoes a number of reviews to ensure 
its quality. For example, each high-risk audit is 
subject to a concurrent review by a quality 
reviewer selected from among senior auditors 
in the Office. Audits of every type also undergo 
cyclical reviews by an independent group in 
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the Office to provide assurance that they were 
carried out in compliance with our quality 
management system. 


Relationships with other audit 
organizations. Strong relationships with other 
audit organizations contribute to the quality of 
our work. On the national level, the Office plays 
an active role in the Canadian Council of 
Legislative Auditors, which is made up of the 
federal and provincial audit offices. We have 
carried out audit work in conjunction with some 
provincial audit offices, which enabled us to 
report to our respective legislatures with a 
broader look at issues of shared federal— 
provincial jurisdiction than would otherwise 
have been possible. 


Through this work, we saw an opportunity 

to share our capacity with the provincial audit 
offices. We have established a National 
Professional Practices Group in our Office 

to provide technical accounting and auditing 
advisory services and training support to our 
provincial counterparts. 


On the international level, in addition to our 
work on INTOSAI, the Office also meets 
regularly with a Global Working Group of 

19 auditors general. Through this international 
contact, the Office strengthens legislative audit 
by sharing best practices and major new 
initiatives in public sector auditing and 
accountability reporting. 


Arriving in Mali to meet 
with the Auditor General 


A day at the office 


We recently participated with the national audit 
offices of 13 other countries in a coordinated 
international audit of climate change 
management. The Commissioner of the 
Environment and Sustainable Development also 
plays an active role in INTOSAI’s Working 
Group on Environmental Auditing, which the 
Office chaired from 2001 to 2007. The Working 
Group aims to improve the use of auditing for 
environmental protection. 


Constructive relations with audit entities. 
We recognize that good relations between 

audit staff and the organizations we audit are 
built on respect and trust. Where good relations 
exist, both parties to the audit benefit. Audits 
are conducted more smoothly, findings 

lead to improvements—often while the audit 

is under way—and parliamentary 

committee hearings are focused on the 

most important matters. 


In regular surveys of the organizations that we 
audit, we have generally received high ratings for 
professionalism, clarity of objectives and criteria, 
open communications during the audit, and 
willingness to discuss concerns. 


We recognize and understand the importance of 
maintaining and enhancing an effective 
relationship with the organizations that we audit. 
We have developed and issued an information 
package aimed at addressing their questions by 
clarifying the audit process and the expectations 


surrounding it. On the whole, | believe our 
relations with the organizations we audit are 


very good at all staff levels. 


Qualified, dedicated professionals. A crucial 
aspect of the quality of the Office's work is 
the calibre and professionalism of its staff. 
Our people are highly qualified in their fields 
and bring a rich mix of academic disciplines 
and experience to their work. They include 
accountants, engineers, lawyers, management 
experts, information technology professionals, 
environmental specialists, economists, 
historians, and sociologists. All adhere to 

a strict code of values, ethics, and 

professional conduct. 


Employee satisfaction is an essential factor in 
work quality. We carry out an employee 
satisfaction survey every two years and follow 
up with a plan for management action, 
developed with input from employees, to resolve 
issues that the survey has identified for 
improvement. Employees are kept informed 

of the actions taken. The 2010 survey showed 
that employee engagement remains high, with 
89 percent of staff proud to work for the Office, 
85 percent inspired to give their very best, and 
80 percent motivated to go beyond their formal 
job duties. Staff members indicate that their 
jobs make good use of their skills and abilities 
and that they have the authority they need to 
do their work. 
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Over the past ten years, we have emphasized the 
importance of a healthy balance between people 
management and product management. Since 
2005, for example, 50 percent of managers’ 
performance pay has been tied to how they 
manage people. For the past four years, we have 
been named one of Canada’s top 100 employers. 


However, an engaged and satisfied workforce 
does not just emerge out of the mist, and it 
cannot be taken for granted. The questions that 
we and other employers face today are evolving 
as the workplace presents new choices. What do 
today’s young professionals expect in a job, for 
example? In a dynamic labour market, how 
many young auditors recruited by the Office 
will stay long enough to become a source of 
corporate knowledge and experience? While our 
recruiting strategies have been successful in 
attracting the people we need, keeping our 
highly qualified staff energized and engaged in 
the face of competition for their services will be 
a challenge in the future. 


Communicating our 
audit findings clearly 


We have made a number of changes in how we 
communicate the results of our performance 
audits. Our definition of a successful 
performance audit includes clear 
communication of audit findings. Our emphasis 
on clear messages stems from our conclusion 
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that an audit can be carried out to the highest 
professional standards but serves no purpose if 
the findings and why they matter are not clear to 
those who use the audit reports. 


As part of communicating clearly, we introduced 
improved Main Points in each audit report to tell 
readers briefly, in clear language, what the audit 
looked at, why the issues are important, and the 
key audit findings. 


We also reconsidered our approach to following 
up on previously reported audits. We decided 
that one of our reports each year would be a 
Status Report, devoted exclusively to finding 
whether the government’s progress in response 
to our previous recommendations has been 
satisfactory or unsatisfactory. We select previous 
audits for follow-up based on their significance, 
and we examine areas where government has 
made commitments in response to our 
recommendations. 


The status reports have been well received from 
the start; members of the Public Accounts 
Committee have told us that it is now 
immediately clear to them when departments 
have done what they said they would do and 
when they haven’t, which enables the 
Committee to focus on the areas where its 
involvement can have more impact. At the same 
time, departments have said they appreciate the 
public acknowledgement when they make 
satisfactory progress or resolve problems 
identified previously. 


“International Peer Review 
of the Office of the Auditor 
General of Canada” and 
“Response to the 2010 Peer 
Review Report” are available 
on the Office of the Auditor 
General of Canada website. 


The Status Report is one way of answering the 
question that Parliamentarians and members of 
the public sometimes ask: Does government 
ever fix any of the problems we identify? Yes, in 
many cases it does, and the Status Report is our 
opportunity to give credit where it is due and to 
confirm that our audits do have an impact. 


Today, we view every audit as a corporate 
product to be reported with a common look and 
feel, following consistent, Office-wide standards. 
To achieve this, we made communications an 
integral part of the audit process. Writing clear 
reports is now considered part of our audit 
methodology, and Parliamentarians have given 
us high marks for the clarity of our messages. 


Being transparent and accountable 


I believe that our credibility is our most 
important asset, and it hinges on our willingness 
to be transparent and accountable. 


One misconception about the Office that I have 
encountered from time to time is that we 
account to no one. In fact, we are accountable to 
Parliament, and we take that relationship and 
our role in maintaining it seriously. That 
awareness permeates the Office culture. 


Each year, our financial transactions are audited 
by an accounting firm appointed by the Treasury 
Board, and the report on that audit is presented 
to the House of Commons. 


Like every other federal organization that 
operates with funding appropriated by 
Parliament, we submit Estimates documents 
each year; ours are referred to the Public 
Accounts Committee. We appear before the 
Committee at hearings on our report on plans 
and priorities to set out our spending plans for 
the coming year; and at hearings on our 
performance report to account for how we 
spent our funding the previous year. 


In addition, at our request we underwent a peer 
review of our audit practices in 2009 by an 
international team led by the Australian National 
Audit Office. The purpose of the review was to 
assess whether our quality management system 
is designed to ensure the quality of our audits, 
and whether we are implementing it effectively. 


While we had undergone peer reviews in 1999 
and in 2003—04, this was the first such review of 
the Office to include all of our financial audit, 
performance audit, and special examination 
practices as well as our key audit support 
services. | believe this was one of the most 
extensive peer reviews of a legislative audit 
office that has ever been done. 


The Public Accounts Committee was involved 
in the process: members of the peer review team 
met with the Committee before beginning the 
review to discuss its scope and objectives and to 
obtain Committee members’ views on the 
planned approach. 
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The lead reviewers also debriefed the Public 
Accounts Committee once the review was 
completed. To close the accountability loop, we 
provided the Committee with our action plan 
for making the improvements suggested by the 
reviewers. In the interests of transparency, we 
made the report and our response available to 
the public on our website when it was tabled in 
Parliament, and provided an updated response 
in March 2011. 


Also in the service of transparency, we 
voluntarily posted the hospitality and travel 
expenses of senior staff on our website before 
the existence of any requirement to do so. 


We have worked to create a corporate culture of 
openness about the information that the 
Canadian public is entitled to receive. We have 
promoted routine disclosure and active sharing 
of information, bearing in mind that the Avcess fo 
Information Act requires us to refuse to disclose 
information we receive in the course of an audit. 
This is to avoid compromising our ability to 
obtain confidential and sensitive information we 
may need to carry out our work. 


The Office is also subject to scrutiny by the 
Official Languages Commissioner on language 
issues, by the Public Service Commission on 
staffing practices, by the Privacy Commissioner 
on adherence to the Privacy Act, and by the 
Canadian Human Rights Commission on 
employment equity. 
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We are well aware that we must be willing to play 
by the same rules as the public servants in 
departments and agencies that we audit if we are 
to be credible. We look at being transparent and 
accountable as an opportunity and a 
responsibility to demonstrate the values of our 
democratic institutions and to lead by example. 


Conclusion 


In many ways, this has been a remarkable decade 
in the history of the Office. Throughout the 
significant changes the country has seen—in 
Parliament, in government, in society—the value 
of the Office as an independent institution 

that supports our parliamentary democracy 

has remained. 


To Canadians who look at government with a 
jaundiced eye and tend to believe that our 
negative audit findings—those that grab media 
attention—tell the full story, I would say that our 
institutions are as sound as the integrity of their 
people—and Canadians are fortunate in this 
respect. We have a tradition of dedicated, 
non-partisan professionals in the public 

service whose values and ethics have kept our 
institutions strong, I have seen this tradition 
played out firsthand throughout my term as 
Auditor General. 


The Office was a strong institution when my 
term as Auditor General began, and I believe it 
has grown stronger. We have adapted well to 


change, but looking to the future, the ¢ )ffice will 
need to continue evolving in response to new 
challenges that arise. It will also need to remain 
alert to the environment in which it functions. 


To do its work properly, the Office of the 
Auditor General has to be credible; and to be 
credible, it has to be independent. The Office’s 
independence is fundamental to its ability to 
serve Parliament. I believe that on the whole, the 
mechanisms in place to ensure the independence 
of the Office are sound. At the same time, 
however, I believe that the Office must actively 
protect its independence. 


For example, it must continue, with other 
Agents of Parliament, to support the formal 
adoption of an appropriate funding 
arrangement, one without real or perceived 
influence on its ability to fulfill its duties. And 
while we are pleased that our right to obtain 
information required for audits has been 
clarified, the Office will need to be alert to any 
encroachment on that legislated right. 


The government, Parliament, and the Auditor 
General each have distinct powers and 
responsibilities in our Canadian system. But they 
share a common interest in a well-managed and 
accountable government. Working together, 
they can improve both the management and the 
accountability of government for the benefit of 
all Canadians. 


I encourage my successor to maintain the close 
relationship with Parliamentarians that the 
Office currently enjoys. This can be a challenge, 
given the roughly 30 percent turnover of 
Members with each general election. But 
maintaining that relationship is an important 
part of what the Office does to ensure that 
Members understand how they can use our work 


for the public good. 


I have come to know and admire many 
Parliamentarians and many public servants. 

I continue to be impressed by their knowledge 
and expertise, and their commitment to public 
service. Many are among the brightest men and 
women I have worked with in my career, and 

I thank them for their support and cooperation 
over the past decade. 


I acknowledge the contribution of the many 
people who have served with me as employees 
in the Office of the Auditor General; their 
names appear at the end of this report. | thank 
them for their professionalism and dedication in 
rising to the challenges that have faced us. 


I consider it a privilege to have served as 
Canada's tenth Auditor General. I feel deeply 
honoured to follow a long line of distinguished 
Auditors General who have served Parliament 
and Canadians so ably in the past, and I believe 
the Office is well positioned to meet whatever 
challenges the future may hold. 
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